Introduction
The financial collapse of Enron Corporation, Arthur Anderson, Lehman Brothers, and accusations of fraud in WorldCom has affected public confidence (Snider et al., 2003) .
Continuous business failures and scandals have demonstrated the need for strong
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CSR and CFP in an emerging market corporate social responsibility (CSR) practices. CSR activity is a way of changing a bad image of a company, especially for companies that have a negative reputation. Yoon et al. (2006) state that CSR activity can be used to address the social concerns of customers about a company, as they create a brand image for the company and develop positive relations with stakeholders. A high level of involvement in CSR practices does not only improve the financial performance of companies, it also attracts a positive response from institutional investors (Mahoney and Roberts, 2007) . Companies should not perceive CSR as a reason for the low performance of companies. In fact, CSR and corporate financial performance (CFP) are two sides of a coin which have a mutually strengthening effect. The better the financial performance of a company the higher would be the ability to involve in CSR activities, and the more actively involve a company in CSR activities would in turn improve its financial performances. Hence, both directions of relationships are found in the extant literature (Mahoney and Roberts, 2007; Brammer et al., 2006; Murray et al., 2006; Tsoutsoura, 2004; Simpson and Kohers, 2002; McGuire et al., 1988; Cochran and Wood, 1984) . The Malaysian public listed companies (PLCs) have to consider and implement CSR activities in their business operations as the awareness and public demand for good CSR initiatives. It also supports the government aspiration to attract the foreign direct investment to invest in the capital market by promoting good CSR practices among the PLCs in Malaysia[1] . Thus, involvement in CSR practices may be used as a strategy to attract investors and improve financial performance of companies and therefore the decision on the expenditure relating to CSR activities should be evaluated and analysed as other investment decisions undertaken by companies (McWilliams and Siegel, 2001) .
In general, the survey confirms a lack of knowledge and awareness of CSR by Malaysian PLCs (Bursa Malaysia, 2007) . It shows that the majority of companies fell far behind global best CSR practices and there is a need to improve the level of CSR practices. Even though the number of studies on CSR is high, an empirical examination of the relationship between CSR and CFP in the emerging markets context is limited. The lack of empirical studies on this issue could be one of the factors in explaining why Malaysian PLCs are less concerned or involved in promoting their CSR activities to various stakeholder groups (Bursa Malaysia, 2007; Williams and Pei, 1999) . Thus, by using CSR disclosure (CSRD) as measurement of CSR practices, this study is an effort to fill the gap by empirically examining the relationship between CSR and CFP in the Malaysian context.
The remainder of the paper is organized as follows. In Section 2, CSR practices in Malaysia are explained; Section 3 presents the theoretical approaches of CSR and CFP; Section 4 presents CSR and CFP in the Malaysian context. Section 5 presents research method. Results of the data analysis are explained in Section 8. Section 9 is discussion and conclusion.
CSR practices in Malaysia
There are differences in how CSR activities are carried out in emerging countries compared to developed countries, in terms of the socio-economic and cultural contexts. Specifically, CSR in emerging countries has unique characteristics such as:
. In emerging markets, CSR activities are less formalized in terms of CSR benchmarks, compared to developed markets. In emerging markets, formal CSR is utilized by big national and multinational corporations, and particularly those that have recognized global brands or have international status.
. In emerging markets, CSR is mainly related with philanthropy or charity (e.g. social investment in education, sport sponsorships, and public health, and other community services, etc.).
. An economic contribution is usually assumed as a crucial and practical method for companies to create social effects (e.g. work opportunities, knowledge transfer, paying taxes, etc.).
. The motivation and involvement in CSR practices is usually related to traditional and spiritual values in emerging markets (e.g. harmonious society (xiaokang) in China, African humanism (ubuntu) in South Africa, mutual cooperation (gotong-royong) in ASEAN countries) (Visser, 2008) .
Malaysia as an emerging market may have a unique culture because its people represent three large ethnic groups in Asia, namely Malay, Chinese and Indian. The corporate culture of the Malaysian companies is influenced by these ethnic groups, which have their own unique characteristics called "work ethos of eastern ethnics", such as industry, mutual cooperation and adherence to their religious percepts. Basically, Malaysian managers of companies have the moral support to engage in CSR and disclose information about their CSR activities for important interest groups. Recently, external primary stakeholders, such as the government and capital market authorities, have also exerted force, through acts and regulations, to be involved on CSR activities Susela, 2007, 2008; Haniffa and Cooke, 2005) . For example, Bursa Malaysia released a CSR framework for PLCs, and the 2006 Budget speech of Prime Minister of Malaysia urging all PLCs to disclose their CSR activities (Bursa Malaysia, 2007) .
CSR practices in Malaysian companies are still growing and they include seasonal activities (Mustaruddin, 2009; Haniffa and Cooke, 2005; Thompson and Zurina, 2004; Nik Ahmad et al., 2003) . Gardiner et al. (2003) and Seifert et al. (2003) stated that the size of business is an important variable in CSR, and acts as a barometer as to why a company engages in CSR activities. The involvement of the government and the Security Commission to promote CSR benefits will slowly increase the commitment to CSR in the Malaysian companies. Some companies are actively involved in CSR practices, especially in community involvement. Prathaban (2005) recorded that 65 companies registered on Bursa Malaysia contributed RM82.1 million to various charitable community programmes. Norhayah and Azlan (2006) observed that CSR activity trends in Malaysian companies are usually carried out in fields similar to their business activities. For example, Maxis Corporation promotes social development involving advances in information technology, bringing about direct advantages to communities. Maxis focuses on education, adolescents and Information and communication technology under the Maxis Bridging Communities programme. The Telekom Malaysia Group is another large donor that is serious about its social responsibility. It helps to provide the digital bridge between rural communities and urban areas, and moves the nation into the digital era, thereby helping place Malaysia on the world map. Whereas Puncak Niaga company has introduce and promote public awareness regarding the conservation and protection of the environment. The Public Bank Group strongly CSR and CFP in an emerging market believes that meeting its CSR will increase its reputation and branding, and that this is important for the industry services. Ethnicity and religion are also influencing factors for CSR activities in Malaysian companies (Norhayah and Azlan, 2006) . For instance, many companies spread their magnanimity by distributing contributions to the old and poor communities as well as orphans during Aidil Fitri, Deepavali, and Chinese New Year celebrations. Tay Kay Luan, who is the Director of ACCA, Association of Southeast Asian Nations, and Australia, states that most local companies have a narrow view of the definition of CSR (Tam, 2007) . From the viewpoint of the Malaysian companies and leaders of the government, CSR is restricted to doing of good for the society through contributions, philanthropy, and the development of sports, or participation in good deeds. Therefore, CSR activities tend to focus more on programmes that have a direct impact on the company's performance.
Prior studies found that Malaysian companies are involved in CSR because of the pressure from the government Susela, 2007, 2008; Haniffa and Cooke, 2005; Abdul Hamid, 2004) . The influence on foreign business partners was also seen as a contributory factor for engaging in CSR (Azlan and Susela, 2008) . Although, some pressure exists, the involvement of CSR for the Malaysian PLCs has still not been translated into a higher level of social activity and disclosure (Bursa Malaysia, 2007; Williams and Pei, 1999) . Although stakeholders pressure companies to be more actively involved in CSR practices, the additional numbers of companies involved in CSR practices still do not provide satisfaction to the stakeholders (Bursa Malaysia, 2007; Williams and Pei, 1999) . At the same time studies concerning the relationship between CSR activities and financial performance are still limited.
3. The theoretical approaches of CSR and CFP Utilization of several different theoretical approaches explains the findings of the relationship between CSR and CFP, as various studies have shown globally. Notably, there are four postulates of the theoretical relationships between CSR and CFP, namely, the trade-off hypothesis; the supply and demand theory of the company; the social impact of hypothesis; and the theory of modern corporate stakeholder (Laan et al., 2008; Salzmann et al., 2005; Preston and O'Bannon, 1997) . All these theories broadly investigate the impact of CSR on CFP.
The trade-off hypothesis, introduced by Friedman (1970) argues that the only social responsibility of a company is to enhance its profits. Furthermore, when companies become involved in social and environmental activities, it incurs extra expenses and decreases the earnings of the companies. Hence, according to this theory, the higher a company's CSR level, the lower the CFP (Salzmann et al., 2005) . Consequently, increasing the involvement of companies in social activities could increase the amount of resources spent by the company, and, as a result, reduces the profitability of the company. Thus, this places the company in a disadvantageous position compared to a company which is not involved in CSR activities. In this regard, CSR has a negative impact on CFP (Moore, 2001; Vance, 1975) .
The supply and demand theory of the company was introduced by McWilliams and Siegel (2001) . According to this theory, the demand for the involvement of a company in CSR activities maximizes a company's profits. Steger et al. (2007) state that in an equilibrium condition, the level of CSR may be different; however, profit may APJBA 3,2 be maximized or not changed. Hence, there is no relationship between CSR and CFP. This theory is supported by empirical findings of previous studies (Mahoney and Roberts, 2007; Patten, 1990; Freedman and Jaggi, 1988; Alexander and Buchholz, 1978) that found no relationship between CSR and CFP.
The social impact hypothesis constructed by Cornell and Shapiro (1987) assumes that the improvement of a company's CSR activities will improve CFP. Hence, the expected benefits of carrying out CSR activities will exceed the expenses of doing so (Steger et al., 2007) . This theory supports that a positive relationship exists between CSR and CFP. There are several reasons to improve the level of CSR activities as suggested, as they would improve the reputation of the business, improve the relationship with financial institutions, and reduce the risks of the company. The empirical examination reveals that CSR has a positive impact on CFP (Simpson and Kohers, 2002; Waddock and Graves, 1997; Roberts, 1992) .
The theory of stakeholder could explain the relationship between CSR and CFP (Barnett, 2007; Jones, 1995; McGuire et al., 1988; Cornell and Shapiro, 1987; Freeman, 1984) . According to the stakeholder theory, the value of a company is related to the cost of both "explicit claims" and "implicit claims" on a company's resources. Stakeholders have an explicit claim on a company including owner-lenders, employees, and the government. There are numerous claims on the management of the company from the external stakeholders, which are referred to as implicit claims. Cornell and Shapiro (1987) state that some implicit claims consist of the continuity of supplies, on-time delivery, the increase in the quality of products, work safety, as well as involvement in social and environmental activities. The price that must be paid by stakeholders for this claim depends on the company's situation, including the financial policy applicable to the company.
The main idea in this section is based on previous arguments and the theoretical relationships between CSR and CFP. Previous researchers realise that a company is no longer only simply oriented in the interests of the company, but is also more likely to be active in efforts to increase the company's overall performance. According to the arguments of the theories in the preceding section, those theories concur that the relationship exists between CSR and CFP. For instance, the trade-off theory supports the existence of the relationship between CSR and CFP, but it is an indirect relationship. In addition, the stakeholder theory is more acceptable and relevant in explaining the relationship between CSR and CFP. In this theory, the interests of various stakeholders are taken account by a company actively involved in CSR activities.
CSR and CFP in Malaysian context
Study of CSR in the Malaysian context raises a theoretical issue. The awareness level of CSR among Malaysian managers is high but is not followed through with CSR activities and disclosures. Abdul Hamid (2004) argues that managers' awareness is a result of public pressure and thus should be reflected in the companies' reports in order to appear legitimate. The regulatory and political pressure on the company is believed to be one of the most important factors that will influence the level of CSR activities (Azlan and Susela, 2007) .
This study attempts to discover evidence of CSR activities which are represented by CSRD in the Malaysian PLCs. It can be explained by utilizing the stakeholder theory, as it is useful to explain voluntary CSRD for two reasons. First, it distinguishes CSR and CFP in an emerging market between the social and stakeholder issues. Clarkson (1995) argued that managers deal with their company stakeholders and not with the public as whole. Second, the stakeholder theory is considered to be more appropriate to develop a testable hypothesis (Elijido-Ten, 2004) . Hence, this theory is considered useful and applicable for the interpretation of the analysis in this study as the stakeholder theory can be utilized as a framework to test empirically the association between CSR and CFP (Ruf et al., 2001) . So, it is important to know the impact of information concerning CSR on the level of financial performance as empirical evidence. In the Malaysian companies, CSRD is still unregulated (Bursa Malaysia, 2007; Elijido-Ten, 2004; Nik Ahmad and Malia, 2004) . Hence, the stakeholder theory offers a practical framework to assess CSR by using information from CSRD (Snider et al., 2003) . Prior studies revealed that besides the stakeholder theory, many studies in CSRD, is utilizing the legitimacy theory, especially in the Malaysian context Susela, 2007, 2008; Abdul Hamid, 2004; Nik Ahmad and Malia, 2004; Nik Ahmad et al., 2003) . Basically, both theories are coming from the political economy theory (Moerman and Laan, 2005) . These theories are not competing or separating each other, but are often be interpreted using the overlapping perspectives based on the political economy approach (Abdul Hamid, 2004) . Although there are differences between these two theories, but the focus of these two theories is the relationship between the company and the environment in which it operates (Neu et al., 1998) . In the business and academic literature, stakeholder theory has gained prevalence in recent years as it is applicable both from the perspective of managers and researchers ( Jamali, 2008) . Azlan and Susela (2008) assert that the pressure of the government is a dominant factor in motivating the involvement of the Malaysian PLCs in CSR practices. As the market is highly competitive, companies should take initiative to improve their involvement in CSR activities as a strategy to sustain their businesses. Furthermore, the involvement in CSR practices would add advantage to companies if they are considering going global, as consumers in developed markets usually are much concerned with CSR issues. In addition, the owners of capital in global markets, particularly socially responsible investors (SRIs) are looking at CSR as key criteria in their investment decision. Thus, the involvement of the Malaysian PLCs in CSR practices is an entry requirement on the global market and as a strategy to attract funding from institutional investors.
Additionally, the educational level of the local consumers has also improved and are playing more active role in ensuring high commitment from companies (Haniffa and Cooke, 2005) . The activists and environmental NGOs' are also putting more pressures towards companies to be more concern with social responsibility and the environment in which they operates (Haniffa and Cooke, 2005; Nik Ahmad et al., 2003) . NGOs are increasingly playing as important role to urge companies to be more socially responsible and in lobbying the government agencies with regard the CSR issues (Othman and Ameer, 2010; Abdul Hamid, 2004; Nik Ahmad et al., 2003) .
In line with the increasing pressures, companies are more selective to employ and retain the best employees, and pursuing a continuous innovation and product development, thus, improving the level of companies competitiveness in the local and global markets. Therefore, the involvement in CSR activities should be treated as part of companies' investment in improving their competitiveness and in attracting institutional investors as well as to improve their financial performance. The high involvement of companies in CSR activities is also inline with the Malaysian APJBA 3,2 Government aspiration of Vision 2020, namely to transform Malaysia into a high-income and developed country. Hence, the stakeholder theory can be used to clarify the CSRD practices in the Malaysian PLCs (Othman and Ameer, 2010; Nik Ahmad et al., 2003) and in this study is utilized as a framework to further analysis of the relations between CSR and CFP in the Malaysian PLCs context.
Research method
Data and sample size which is used in this paper and the measurement of CSR as well as CFP are described in this section.
Data and sample size
The initial sample utilized for this paper consists of the 200 largest companies, which are taken out of 474 companies listed on the main board of Bursa Malaysia during the period 1999-2005. The selection is based on their highest market capitalisation ranking. According to Tsang (1998) a higher proportion of large and medium-sized companies disclosed social information compared to small companies as companies wishing to increase business have larger responsibilities and principles (Gardiner et al., 2003) .
In this paper, the sample of the companies was collected for the years 1999-2005. This time span is selected because this is the recovery period from the financial crisis that hit Asian countries and particularly the Malaysian capital market. It is perceived that when the financial crisis is over, most companies could then allocate their spending on CSR activities including CSRD which are non-mandatory. Data are collected from the companies' annual reports, through the Bursa Malaysia web site, Hydra database, and the Central Bank of Malaysia. Companies' annual reports constitute the main data for this paper and were chosen because the annual report is the primary source of CSRD, and, in Malaysia, annual reports of listed companies are the most accessible source of information, either in hard copies or electronic formats (Sumiani et al., 2007; Christopher et al., 1997) .
Measurements of CSR
As explained in earlier section that CSR practices is represented by CSRD which disclosed in the company's annual reports. Measurement of CSRD in this paper adopts a similar disclosure-scoring methodology based on content analysis. Items selected for inclusions were based on their relevance to the Malaysian context, and these were classified into four indicators of CSRD. Prior studies used five categories of content analysis but with different themes (Haniffa and Cooke, 2005; Thompson and Zurina, 2004) . Abdul Hamid (2004) used four categories and Nik Ahmad et al. (2003) identify six types of CSRD. The number of companies that have reported on the energy theme is very rare and less than 1 percent (Thompson and Zurina, 2004; Nik Ahmad et al., 2003) . Thus, in this paper, energy is combined into the environment theme. Therefore, this paper identifies four categories of CSRD, namely, employee relations, community involvement, product dimension, and environmental dimension. Each category has sub-item of CSRD (see Appendix, for number of CSRD items) and adjusted based on whether the items are disclosed or not. These categories are consistent with recent studies (Branco and Rodrigues, 2008; Abdul Hamid, 2004) . Al-Tuwaijri et al. (2004) and Hughes et al. (2001) propose that the process may be achieved using quantitative disclosure measures with denoted weights for different CSR and CFP in an emerging market disclosure types, based on the perceived importance of each item to various user categories. The disclosing value of each item is assigned into three quality of classifications of quantitative disclosing is as following statements.
(1) Quantitative disclosure classification. This classification refers to the greatest weight which has an assigned value of 3. It classify as the financial disclosures. For instance, the CSR practices disclosed in the company's annual report are as follows:
In the performing arts, The Star and Artistry by Amway, supported by the Culture, Arts and Heritage Ministry, presented the Wild Zebra dance drama, a performance by the Shanghai Oriental City Dance troupe, at Istana Budaya in Kuala Lumpur. Nett proceeds of RM 730,000 from the sale of the tickets were donated to Bethany Home (RM230,000), Tasputra Perkim Daycare (RM 100,000), The Paediatric Institute (RM 110,000), The Salvation Army (RM 110,000), Shelter Home (RM 110,000) and Asrama Darul Falah (RM 70,000). (Star Publication Malaysia Berhad, 2005, p. 75) .
(2) Qualitative specific disclosure classification. This classification refers to the next highest weight which is the non-quantitative disclosing but with particular information and it has an assigned value of 2. It classify as the non-financial disclosures. For instance, the CSR practices which are disclosed in the company's annual report are as follows:
The IJMP Group has set the goal of "zero waste" for its palm oil mills. Palm oil mill effluent (POME) is applied to the land principally as irrigation after going through the normal process of treatment. As a result of this practice, the pollution load on the land where the POME is applied is minimized. The areas in the estates where irrigation with the treated POME can be carried out are carefully selected, based on site suitability assessments conducted by qualified professional consultants (IJM Corporation Berhad, 2005, p. 77) .
(3) Qualitative specific disclosure classification. This classification refers to the lowest weighted value due to its qualitative disclosing in which the description is in general, thus it is assigned as the quantitative value of 1. It classify as non-financial disclosures. For example, the CSR practices which are disclosed in the company's annual report are as follows:
Public Bank Group has always displayed a readiness to invest in its staff right from the onset of their career with the Group, equipping them with knowledge, skills, and attitudes that will enable them to make their mark in the organization. Strong induction and orientation programmes are among the training lined up for staff from day one to inculcate the right corporate values and a sense of belonging (Public Bank Berhad, 2005, p. 171) .
Companies that do not disclose any kind of information for the given categorises obtain a score of 0. The objective for the utilization of the technique is because throughout this procedure the researcher has to re-evaluate the quality of disclosing based on the three criteria of quantitative disclosing (Al-Tuwaijri et al., 2004) . The overall CSRD scores were the summation of the scores for all the CSRD items. The method to scoring is additive of un-weighted indexes that is calculated to the sum of the final CSRD score:
where: CSRD score j , is corporate social responsibility disclosure score for jth company; nj, is total number of CSRD items estimated for jth company; Xij, is 3 if ith item is quantitative disclosed, 2 if ith item is non-quantitative but specific information APJBA 3,2 disclosed, 1 if ith item is common qualitative disclosed, and 0 if ith item does not disclosed any information.
Measurements of CFP
Most previous studies used accounting data and variables to achieve this (Tsoutsoura, 2004; Cochran and Wood, 1984) . For example, three accounting variables have been used; return on assets (ROA), return on equity, and return on sales (Waddock and Graves, 1997) . Simpson and Kohers (2002) used ROA and loan losses, whereas Berman et al. (1999) only used ROA. Three accounting return measures were employed initially: the ratio of operating earnings to assets, the ratio of operating earnings to sales, and excess market valuation.
Some prior studies (Murray et al., 2006; Abbort and Monsen, 1979; Alexander and Buchholz, 1978) used forms of investors' returns as proxies for CFP. Furthermore, Han and Suk (1998) used stock returns as a dependent variable to measure CFP and their model adopted the asset pricing framework. According to McGuire et al. (1988) , both accounting and market variables look for different aspects of performance, and each is subjected to a particular bias. The usage of accounting data raises the possibility of distortions from inflation (Demsetz and Villalonga (2001) . While short-term stock returns are very volatile for a reliable measure of corporate performance, longterm returns will capture corporate performance (Han and Suk, 1998) .
Previous studies focus on Tobin's q ratio (Q ratio) as a measure of a firm's performance, especially to measure the relationship between ownership structure and financial performance. Q ratio is the market value of a company's assets divided by their replacement value which is the current cost of replacing the firm's assets. Elsayed and Paton (2005) also used Q ratio to examine the environmental disclosure on the firm's financial performance. Nevertheless, Q ratio is said to have a noisy measure, and it is significantly affected by industrial organization (Lindenberg and Ross, 1981) . Stock returns have more important implications for the business community than Q ratio (Han and Suk, 1998) . In this regards, some authors have used both accounting and stock market return (R 2 i ) data to measure financial performance (e.g. Yoshikawa and Phan, 2003; McGuire et al., 1988) . Although there are still arguments about these measures, this paper uses three alternative measures of financial performance as dependent variables, ROA, R i , and Q ratio.
In summary this paper employs the following variables: three dependent variables, namely ROA, R i , and Q ratio. The independent variables include CSRD, employee relation disclosures (EMPD), community involvement disclosures (COMD), product disclosures (PROD), and environmental disclosures (ENVD). The control of the effects of the firm-specific variables is as follows: systematic risk (BETA), financial leverage (LEV), firm's size (SIZE), asset turn over (ATR), and earnings per share (EPS).
Hypothesis development
The prior studies have hypothesized and gave rational theoretical justifications for negative, positive and neutral relationships between CSR and CFP. The conceptual explanation of these relationships are presented by Waddock and Graves (1997) and Preston and O'Bannon (1997) . The rational for a negative relationship is named "managerial opportunism hypothesis, proposing that when CSR is strong, the managers will reduce the social activities, because they can increase the short-term CSR and CFP in an emerging market profit and increase employee compensation" (Preston and O'Bannon, 1997) . On the contrary, the managers will try to divert attention by spending on the social programmes if CFP is poor. A neutral relationship is supported by the argument that the environment, wherever firms and community undertake their respective activities, is so complex that a simple, direct, relationship between CSR and CFP does not exist (Waddock and Graves, 1997) . Again, McWilliams and Siegel (2001) argued that a nonexistent relationship exists based on the supply and demand of the firm theory. They assumed that a shareholder's wealth is maximized when a firm produces a level of profit-maximization, including producing social achievement. As a result, the company will provide a different number of respective social actions based on the unique request for CSR in each of the company's experiences.
The largest number of investigations found a positive relationship (Simpson and Kohers, 2002; Waddock and Graves, 1997; McGuire et al., 1988) . There is no single established theoretical foundation with a clear empirical prediction appearing for a CSR and CFP relationship. Therefore, this paper is similar to the theoretical and empirical evidence of the majority of earlier studies that predicted a directional positive relationship impact of CSR on CFP (Tsoutsoura, 2004; Simpson and Kohers, 2002; Ruf et al., 2001; Roman et al., 1999; Waddock and Graves, 1997) . Thus, hypotheses mergers are:
H1. CSR will be positive, significantly related to CFP.
A company that has a solid CSR commitment can increase the capacity to attract and maintain its workers, which plays an important role in reducing turnover, recruiting and the cost of training. Further, workers often judge a company's performance and take note if their personal values are compatible with the company in which they work (Turban and Greening, 1997) . Improving working conditions and employee practices increases productivity and reduces the rate of mistakes. These practices need financing and the productivity improvement of employees, together with the increase of the quality of products, causes a positive cash flow, which covers the associated costs. In this respect, a company may actually benefit from socially responsible actions in terms of employee morale and productivity (Tsoutsoura, 2004; Parket and Eibert, 1975) .
Therefore, improving worker satisfaction levels and retaining employees creates the optimal contribution to the aim of companies and has significant implications for the human area of CSR. The majority of results from empirical studies demonstrate a positive relationship between human relations and CFP (Gittell et al., 2004; Tsoutsoura, 2004; Delaney and Huselid, 1996; Huselid, 1995) . Thus, based on the discussion above, this study proposes the following hypothesis:
H2. There is a positive relationship between employee relations dimension and CFP.
In the highly competitive atmosphere of business, growth, stability, existence of economics and social orientation strongly depend on a company's capacity to behave socially responsible towards their communities (Chahal and Sharma, 2006) . If companies allocate donations, they hand over some of the funds that rightly belong to the shareholders. Academicians argue that when the community permits companies to continue their operations, the companies have an ethical and moral obligation to share the pleasure with their community. This reality is the reason for the variation in philanthropic activities among companies.
APJBA 3,2
Researchers and theoreticians do not concur as to whether being honourable does well or whether doing well allows being honourable (Seifert et al., 2003) . According to philanthropy and social responsiveness is conducted by companies voluntarily, using the company's resources and is always likely to reduce the profits of the company. Several writers have proven that doing good leads to doing well and that the effective management of social responsibilities and stakeholders increases a company's profit (Waddock and Graves, 1997; Ullmann, 1985) . Hence, on the basis of the discussion above, this study proposes the following hypothesis:
H3. There is a positive relationship between community involvement dimension and CFP.
A study by Pauwels et al. (2004) discerns that product information has a positive impact in both the short-and longterm financial performance and that the value of the company is sustained longer. Other specific results by Dunk (2005) reveal that the information of product innovation influences financial performance. Further, the recent research clarifies that attention to a new product and product development with the technological and marketing capacity shows a significant influence on financial performance (Matsui et al., 2007) . However, a study by Mahoney and Roberts (2007) found a positive but not significant impact of product dimension on the financial performance of Canadian listed companies. In this regard, a crucial question remains as to the measures that should be used to capture the various criteria. Hence, on the basis of the discussion above, this study proposes the following hypothesis:
H4. There is a positive relationship between product dimension and CFP.
The research to establish the connection between environmental and financial performance is not only the key to engagement in the business and finance sector in sustainability, it also plays an important role in helping to identify areas for potential shifts in government policy (Moffat and Auer, 2006) . Freedman and Jaggi (1988) found no statistical evidence to refuse the null hypothesis that there is no relationship. Likewise, more recently, Richardson and Welker (2001) observe that social and environmental disclosure behave differently from general financial disclosure in the tests of association with the company's cost of capital. They found that the relationship between social disclosing and the capital cost to be significantly positive. Nevertheless, Shane and Spicer (1983) using the event study method document a negative reaction of the market for two days preceding the issue of the environment reports.
As conclusion that disclosing of the relationship between environment and financial performance did not produce consistent results. There are several studies that provide proof of negative relations ( Jaggi and Freedman, 1992; Chen and Metcalf, 1980) and neutral relations (Elsayed and Paton, 2004) between the disclosing of environment and financial performance. Nevertheless, most studies report positive relations between the social business/environmental responsibility and the financial performance (Mahoney and Roberts, 2007; Salama, 2005; Griffin and Mahon, 1997; Pava and Krausz, 1996; Ullmann, 1985) . So, the basis of the discussion above, this study proposes the following hypothesis:
H5. There is a positive relationship between environment dimension and CFP.
CSR and CFP in an emerging market
7. The models This paper utilizes a one-year lag for independent variable (for example year 2000 data for dependent variable, whilst year 1999 data for independent variables). Using time lag is in accordance with prior studies (Mahoney and Roberts, 2007) which explore the relationship between socially responsible practices and financial performance in the future when a company is involved in CSR activities. In this paper, generalized least squares (GLS) is used as it is a more appropriate method compared to ordinary least squares (OLS) for panel data analysis. According to Johnston and DiNardo (1997) , ignoring the panel structure of the data in the OLS model can be problematic for two reasons. First, even though the pooled OLS model yields consistent estimates of the regression coefficients, standard errors will be understated and significance levels are consequently overstated. Second, compared to the GLS model, the use of OLS as an estimation method does not result in efficient estimates of the regression coefficients.
To address these problems, two well-established models, the fixed effects (FE) and random effects (RE) models are conducted in this paper. The difference between the FE and the RE models is based on whether the unobserved individual effects that are correlated with the regressors, which is the case for the FE, or not in the models, as in the case of the RE model. (Greene, 2008; Wagner, 2005) In the FE model, the intercept in the regression model is allowed to differ among individuals in recognition of the fact that each individual or cross section unit may have some special characteristics of its own. In conclusion, the FE model is represented by the following equation:
Where g i,t is the dependent variable (in this paper it refers to financial performance measures, namely, ROA, R i , and Q ratio; x represents the one-year lag of the independent variables (in this paper it refers to the variables; CSRD, dimensions of CSRD, namely, employee relation disclosure (EMPD), community involvement disclosure (COMD), product disclosure (PROD), environment disclosure (ENVD), and all of the control variables including companies' systematic risk (BETA), leverage (LEV), LogSize (LSIZE), LogSales (LSALES), asset turnover (ATR), earning per share (EPS); and industrial dummy; b is the coefficient of the independent variables; m represents the error term; v is the unobserved firm effect; i indicates a firm number; and t represents time.
To choose which of the two models between the fixed or RE model is more precise, the Hausman test is employed. This test evaluates the significance level between estimators, in case, FE or RE models. The error term (m i,t ) for the RE model using equation (1) can be defined as:
In equation (2), e i is the cross-section error component and n i,t2 1 , combines the cross-section and time series error component. As additional analysis, this paper also seeks to explore whether there is any relation on the longterm between CSR and CFP. In this regard, the dynamic function that can be used to determine the long-run relationship between CSR and CFP is performed and it is derived from econometric or statistical theory. According to Munoz (2005) . an advantage of using a dynamic model is that both short-and longterm elasticities are obtained.
APJBA 3,2
The solution provided in this paper uses the generalized method of moments (GMM) of Arellano and Bond (1991) procedure. The Arellano-Bond estimator is now broadly used in short dynamic panels (Smith, 2006) . Hence, the dynamic regression model will be written as follows:
when lagged dependent variables are included as explanatory variables, both the "within groups" and "RE" estimators are biased and inconsistent, except when the number of time periods is large (Munoz, 2005; Baltagi, 1995) .To solve this problem, the dependent variable lags (y i,t2 1 ) are used as instruments for independent variable.
Results

Descriptive statistics and correlation matrix of the variables
The results of descriptive statistics and correlation matrix are reported in Table I . Column two and three in Table I report the findings of the descriptive statistics of mean and standard deviation. Except stock return market (R i ) variable, all of variables have positive mean value and standard deviation. For instance, seven variables have median value below than one, whereas, three of the variables have median value of above one. Another observation is the mean (average) value of ROA of companies which is the case of this sample, it is 4.58 percent and with standard deviation, it is 16.62 percent. Correlation matrix results revealed that leverage (LEV) and earnings per share (EPS) are positively correlated with ROA which is represented as financial performance. All three of these variables are significant in explaining the relationship with formation of financial performance. When using stock market return (Ri ) as a measure of financial performance, four variables: CSRD score, size of company (SIZE), assets turnover (ATR) and EPS, are positive and significant in explaining a firm's financial performance. Last, a firm's financial performance is represented by Tobin's q which shows a positive Notes: Correlation is significance at: * 0.05 and * * 0.01 levels (two-tailed); ROA, net operating income divided by total assets for firm j period t; R i , the stock price firm j period t minus stock price firm j period t 2 1 to stock price firm j period t 2 1; Q, [(year 2 end market value of common stock þ year-end book value of preferred stock þ year-end book value of debt) to year-end book value of total assets]; CSRD score, total scores of corporate social responsibility disclosure score for firm j period t; BETA, systematic risk estimated over the 48 months prior the sample period of firm j at period t; LEV, ratio total debt to total assets for firm j period t; SIZE ¼ natural logarithm of the total assets for firm j period t; ATR, total sales of firm j period t divided by their total assets for firm j period t; EPS, net earning divided by number of share outstanding of the firm j period t Waddock and Graves (1997) and McGuire et al. (1988) . As such, these findings provide evidence that the variables are important instruments in explaining the CFP. Referring to the correlation between CSR and the three alternative measures of a company's financial performance it was found that both R i and Tobin's q variables are positive and the significant difference from zero indicates the higher the level a company's CSRD, the higher its concurrent and subsequent financial performance. The bivariate correlation matrix of the variables used in this paper show that all variables have low correlation coefficients with each other, that is; none of the variables shows serious multicollearity.
Relationship between CSR and CFP
The estimation results of the relationship between CSR and CFP are presented in Table II . Three dependent variables which are used to measure financial performance are as follows: ROAs, stock market return (R i ) and Tobin's q ratio (Q ratio). As shown for Model 1 when ROA as the dependent variable is utilized to measure financial performance, the FE model is more precise than the RE model since the Hausman test is significant. These indicate that unobserved individual effects are correlated with the regressors in any companies. This means that in the FE model, the intercept in the regression model is allowed to differ between individuals in recognition of the fact that every company, or cross sectional unit may have specific characteristics of its own. All of independent variables are significantly different from zero at least at ( p-value , 0.10), whereas signs of independent variables have mixed findings. Adjusted R 2 shows that financial performance is robustly explained by the CSRD score and other explanatory variables in which the overall estimation is good at 36.86 percent.
In Model 2, when stock market return (Ri ) is used as a measure of financial performance, it is found that the FE model is also more appropriate than the RE model, since the results of the Hausman test rejected the hypothesis. In general, CSR is positive and significantly related to financial performance for Models 1 and 2 at least at 10 percent from zero. For Model 1, all of the t-statistics are significant at 1 percent level. Overall, the signs explanatory variables are also consistent with the theory. Adjusted R 2 shows that financial performance is explained by the CSRD score and other explanatory variables in which the overall estimation is good at 61.87 percent.
At the same time, there is no evidence of positive first-order serial correlation. As can be seen in Model 3, when Q ratio is used as a measure of financial performance it is shown that the FE model has an advantage over the RE model. Except for CSRD score variable, overall t statistics related to financial performance ( p-value , 0.01) are significant and Adjusted R 2 value is 39.08 percent. In conclusion, comparing the two models the FE model is more precise than the RE model, since the result of the Hausman test rejects the hypothesis that all m it are equal to zero. It is also found that the signs of systematic risk of companies (BETA) and leverage level (LEV) have negative and significantly influenced to financial performance of companies.
The detailed analysis which is based on the dimension of CSRD score is reported in Table III . Again, overall, with three alternate dependent variables, as measures APJBA 3,2 of financial performance, the FE model is more appropriate compared to the RE model. The Hausman test results support the hypothesis that the individual effect is related to the independent variables. In summary, the FE are decisively more precise in the estimation process than the random effects which in this case, the results of the Hausman test reject the hypothesis. At the same time there are no unobserved individual effects which are related with regressors in any companies.
Referring to the results of the dimensions of CSRD score and using the FE model, only employee relation dimensions (EMPD) is positive and significantly related to financial performance for all three models, whilst, community involvement (COMD) is positive and significantly related to financial performance for Model 2 only. Furthermore, both product dimension (PROD) and environment dimension (ENVD) are negative and significant for Models 2 and 3. It was found that the overall t tests of explanatory variables are significant at least at p-value , 0.01. Adjusted R 2 shows Notes: Significance at: * p , 0.10, * * p , 0.05 and * * * p , 0.01; figures in parentheses are standard errors robust to heteroscedasticity; DW statistic is Durbin-Watson d test for autocorrelation; number of observation is 1,180; ROA, net operating income divided by total assets for firm j period t; R i , the stock price firm j period t minus stock price firm j period t 2 1 to stock price firm j period t 2 1; Tobin's Q, [(year-end market value of common stock þ year-end book value of preferred stock þ yearend book value of debt) to year-end book value of total assets]; CSRD score, total scores of corporate social responsibility disclosure score form firm j period t; BETA, systematic risk estimated over the 48 months prior the sample period of firm j at period t; LEV, ratio total debt to total assets for firm j period t; LSIZE, natural logarithm of the total assets for firm j period t; ATR, total sales of firm j period t divided by their total assets period t; EPS, net earning divided by number of share outstanding of the firm j period t Table II . The relationship between CSR and CFP using unbalanced panel data CSR and CFP in an emerging market that financial performance is also explained by the dimension of CSRD score and other explanatory variables for all three models in which the overall estimation ranges between 38.40 and 61.44 percent.
Dynamic impacts of CSR on CFP
In addition to the statistical approach, this section also tests for dynamic effects in the model. According to Elsayed and Paton (2005) , the general approach in financial performance studies, and in the area of industrial organization, the dynamic effects Notes: Siginificance at: * p , 0.10, * * p , 0.05, and * * * p , 0.001; figures in parentheses are standard errors robust to heteroscedasticity; DW statistic is Durbin-Watson d test for autocorrelation; number of observation is 1,182; ROA, net operating income divided by total assets for firm j period t; R i , the stock price firm j period t minus stock price firm j period t 2 1 to stock price firm j period t 2 1; Q, [(year-end market value of common stock þ year-end book value of preferred stock þ year-end book value of debt) to year-end book value of total assets]; EMPD, total scores of employee relation disclosure index for firm j period t; COMD, total scores of community involvement disclosure index for firm j period t; PROD, total scores of product disclosure index for firm j period t; ENVD, total scores of environment disclosure index for firm j period t; BETA, systematic risk estimated over the 48 months prior the sample period of firm j at period t; LEV, ratio total debt to total assets; LSIZE, natural logarithm of the total assets for firm j period t; ATR, total sales of firm j period t divided by their total assets period t; EPS, net earning divided by number of share outstanding of the firm j period t in panel data models are used. This section attempts to explore any dynamic relation between CSR and CFP. Table IV presents the dynamic panel data estimates for CSR on CFP. It shows that for statistical consistency, this procedure requires the absence of first order serial correlation for both Models 2 and 3. The J-statistic tests, of over identifying restrictions, provide support for the choice of instrument set for overall dependent variables. Under the null hypothesis, the over identifying restrictions are satisfied, since the J-statistic computed value is lower than x 2 ¼ 20.0902 at 1 percent level of significant and eight degrees of freedom for Models 1 and 2.
Overall the first lag of dependent variables is significant at least at 5 percent. This means that the long-run impact of financial performance has occurred. In addition, the first lag of CSR variable is only positively significant related to financial performance as represented by market based measures (R i ). However, for Models 1 and 3, with the ROA and Tobin's q as the measures for financial performance, neither of the lag coefficients is significant. There are only two controlled variables, namely lag EPS which are significant at 10 percent and 1 percent level for Model 2. There are three control variables, namely lag BETA, lag SIZE, and lag ATR which are significantly related to financial performance for Model 3 at least at 10 percent levels, whereas, for Model 1, neither of the lag coefficients of controlled variables are significant.
Results of the detailed analysis based on dimensions of CSRD are also shown in Table IV . It can be seen that only two dimensions of CSRD are significant, lag EMPD (employee relation disclosure dimension) and lag COMD (community involvement disclosure dimension) which are negatively significant at p-value , 0.05 level when ROA and R i represent dependent variables.
Except for lag ROA, both lag R i and lag Q are significantly related to the longterm relationships. In general, there are limited numbers of control variables with a significant influence on financial performance. In other words, although dynamic effects may be important in models of a company's performance, these results support the research conducted by Elsayed and Paton (2005) . In this paper, there is no empirical evidence to suggest that the relationship between the dimensions of CSRD and a company's financial performance is affected in the long-run.
Discussion and conclusion
Based on the findings presented in Section 8, this paper is designed to answer the question of whether the results present robust and generally acceptable findings on the relationship between CSR and CFP for Malaysian public companies. Various studies about CSR practices in a Malaysian context have been conducted (Abdul Hamid, 2004; Thompson and Zurina, 2004; Nik Ahmad et al., 2003; Rashid and Ibrahim, 2002; Williams and Pei, 1999) . However, the studies which examine the association between CSR and CFP in the Malaysian PLCs context are scant. Therefore, by using CSRD as a proxy for the measurement of CSR activities, this paper provides an empirical paper of the impact of CSR on CFP. The sample size is based on 200 companies, with the highest market capitalisation, listed on the main board of the Bursa Malaysia during the period of 1999-2005. The results from the evaluation yield the following discussions.
In general, there are positive and significant related of CSRD and dimensions of CSRD variables on CFP. This result support H1 and indicates that CSR is positive and significant related to CFP. The companies which invest more in their CSR practices CSR and CFP in an emerging market will enhance their financial performance. Thus, the Malaysian PLCs which are actively involved in CSR activities are also able to create customer loyalty in the longterm. This may also improve earnings and market value of companies which are represented by a strong financial performance. This finding is in line with prior studies by Simpson and Kohers (2002) , Balabanis et al. (1998) , Waddock and Graves (1997) , Roberts (1992) Notes: Significance at: * p , 0.10, * * p , 0.05, and * * * p , 0.01; figures in parentheses are standard errors robust to heteroscedasticity; number of observations is 1,182; ROA, net operating income divided by total assets for firm j period t; R i , the stock price firm j period t minus stock price firm j period t 2 1 to stock price firm j period t 2 1; Q, [(year 2 end market value of common stock þ yearend book value of preferred stock þ year 2 end book value of debt) to year-end book value of total assets]; Lag DV, value of each dependent variables firm j period t 2 1; Lag CSRD, total scores of corporate social responsibility disclosure index for firm j period t 2 1; Lag EMPD, total scores of employee dimension disclosure index for firm j period t 2 1; Lag COMD, total scores of community involvement disclosure index for firm j period t 2 1; Lag PROD, total scores of product disclosure index for firm j period t 2 1; Lag ENVD, total scores of environment disclosure index for firm j period t 2 1; Lag BETA, systematic risk estimated over the 48 months prior the sample period of firm j at period t 2 1; Lag LEV, ratio total debt to total assets for firm j period t 2 1; Lag LSIZE, natural logarithm of the total assets for firm j period t 2 1; Lag ATR, total sales of firm j period t divided by their total assets for firm j period t 2 1; Lag EPS, net earning divided by number of share outstanding of the firm j period t 2 1; AR(1)and AR(2) are tests for first-and second-order autocorrelation in the differenced residual; J-statistic is the test for the validity of overidentifying restriction and Cochran and Wood (1984) that found significant and positive relationships between CSR and CFP. The better social performance of companies would ensure greater financial performance due to these companies utilizing their financial resources, manpower commitment and other interested groups efficiently (Waddock and Graves, 1997) . CSR must be appreciated as a set of actions that companies manage with harmony, when stakeholders have good responses to their CSR practices. The positive relation of CSR information towards CFP indicates that companies could increase their external reputation. Furthermore, companies are able to increase the morale of employees and enhance relations with investors (Waddock and Graves, 1997) .
For detailed analysis; it is found that two dimensions of CSRD variable support H2 and H3, namely employee relation (EMPD) and community involvement (COMD) are positive and significantly related to CFP. This result supports prior studies (Gittell et al., 2004; Tsoutsoura, 2004; Delaney and Huselid, 1996; Huselid, 1995) that found a positive relationship between employee relations and CFP. It reveals that through a human relations approach, CFP is advanced when the managers have good relationship with the employees. These findings suggest that managers have to improve various approaches on their employee relationship, and that the impact of these approaches may increase their CFP.
There are many activities which are related to employee relations. For instance, some activities which have commonly been applied by companies include training and development programmes for employees, providing welfare support such as housing for employees, workers' day for all employees, concern for health and safety, equal opportunities for all operating units and long service employee awards. The community involvement dimension variable is positive and significantly related to CFP. It also support H3 and reveals that there is no negative reaction from stakeholders when companies spend some financial resources to support the development of society. This result is contrary with prior research by Balabanis et al. (1998) who found that community involvement was negatively related to economic performance. This result reveals that Malaysian managers believe that it is essential to recognize and support community programmes and events.
There are some community activities in which companies are involved such as philanthropic activities exhibited by the company, donations, sponsorships for sports events, education, and activities related to national pride. Local companies show community support by enriching the quality of life of their community and staff. More importantly, companies should disclose all their community activities in the annual reports as it also enhances CFP when they are involved in community programmes.
In addition, the environmental disclosure dimension, which are assumed to have a higher cost as well as product development disclosure, were found to be negatively significant related to subsequent financial performance. The findings indicate that involvement in environmental activities and product development of companies, with its pressure on how money is spent rather than made, fails to add sufficient value to the reputation of the company among stakeholders. The reason behind this is that in order to implement environmental management plans, some companies have been investing this related project as capital expenditure. These investments influence the companies' cash flow during financial reporting. Hence, companies can improve their social performance through proactive promotion and recruiting of managers who are concerned with environmental scanning (Simerly, 2003) . Furthermore, these results consistently support prior studies by Balabanis et al. (1998) , Mahoney and Roberts (2007) and Wagner (2005) . They found that environmental dimension have negative influence to CFP, whereas, the results of product dimension is contrary from Mahoney and Roberts (2007) who found positive and significant relationship on financial performance of Canadian companies.
Finally, reported results of a dynamic model between the CSR and CFP have been made. In general, the findings confirm that there is limited evidence of a significant relationship between CSR and CFP in a long-term relationship. These results suggest that allowing company heterogeneity is much more crucial than dynamic effects. This finding revealed that there is still limited number of local companies consistently disclosing CSR activities in their annual reports. Hence, it appears that there is no impact of CSR on CFP in long-term period. However, this result partially support the prior research in developed market by Elsayed and Paton (2005) , which found that there was no existence between environmental disclosures on company performance in the long-term relationship.
In conclusion, as a result of hypotheses testing, it can be inferred that CSR and its dimensions appear to be significantly related to CFP. This indicates that the involvement of companies in CSR practices possibly match with stakeholder theory claim. These results show that actively in some level CSR initiative could enhance the financial performance of companies. Therefore, the objectives of companies such as profit maximization could be achieved through active involvement of managers in CSR practices. These results can be used as important piece of information to the companies which have to be more active in involving themselves in CSR activities and also disclose them. This is because all these practices could improve their financial performances. The government agencies also support through the regulations and laws to impose the Malaysian PLCs to be active in CSR practices (Bursa Malaysia, 2007) .
There are many capital markets outside Malaysia which already have social performance index or rating such as; Kinder, Lydenberg, Domini Index, Canadian Social Investment Database rating, Ethical Investment Research Services score, Dow Jones Sustainability Index, Dow Jones Islamic Index, etc. Therefore, it is timely that Securities Commission and Bursa Malaysia also provides social performance rating for the Malaysian PLCs. By using this rating, it is easier to measure the general standard of CSR practices in the Malaysian context. The present researcher believes that the empirical study about this issue could be improved in the future.
Some limitations of the paper and suggestions on how to overcome them are elaborated in the following arguments. The First, limitation is the inconsistency of results obtained using various financial performances. This problem can be solved by future research paying more attention to the selection of measures for the company's financial performance used in the CSR research. Last, the sample size in this paper, taken from the 200 highest market capitalisations of companies listed in Bursa Malaysia, is also a limitation for the generalization of the findings. The inclusion of medium-sized companies and industry characteristics in the future might improve the results. 
